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Products  for  defense  and  export  have  represented  an  increasing 
portion  of  the  total  output  of  manufactures  in  the  united  states  since 
the  beginning  of  the  war  in  europe,  but  the  remainder  for  civilian  use 
appears  also  to  have  increased  until  the  middle  of  1941.    i\i0w,  with  the 
United  States  an  active  belligerent,  the  domestic  economy  will  be  rapid- 
ly SHIFTED   TO   A   WAR   FOOTING    AND    FUTURE    INCREASES    IN    THE    OUTPUT   OF  WAR 
MATERIALS  WILL   BE    MORE    AND   MORE    AT   THE    EXPENSE    OF   CIVILIAN   GOODS.  ThESE 
ESTIMATES   REPRESENT   ONLY   ROUGH    APPROXIMATIONS,    BUT   GIVE   SOME  INDICATION 
OF  THE   GROWING    IMPORTANCE    OF   MILITARY   PRODUCTION    IN    RELATION   TO  THE  TOTAL 
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SUM?.IAEY 

The  spread  of  v;ar  to  the  Wer.tern  Hemisphere  has  not  materially  altered 
the  outlook  for  a  continup.tion  cf  the  favcrahle  trend  in  conditions  affecting  ij 
the  domestic  demand  for  farn  products.     Speculative  and  frtora^e  demand  nay  "be 
stimulated  for  product-s -unaffected  "b;/  price  ceilings,  f ood-f or-def ease  "buying  ^jj, 
v.dll  he  expanded,  and  the  total  mor.ey  income  of  consumers  is  expected  to 
continue  to  increase. 

The  e::panding  v:ar  effort  and  the  prospective  accompanying  rise  in  indus- 
trial activity,  enployrr.ent,  and  T»;ages  are  the  principal  factors  in  the  favor- 
ahle  outlook  for  domestic  consumer  demand.     In  19^2  the  proportion  of  manu- 
factured goods  for  viar  and  export  prchahly  vdll  increase  to  at  least  a  third 
of  the  total  and  may  even  he  double  the  estimated  20  percent  required  for 
defense  and  exports  in  19^1.     In  19^0  ahout  10  perc-^nt  of  factory  production 
apparently  v^as  for  defense  or  e^rnort. 

Influences  tending  to  reduce  consumer  demand  v/ill  oe  a  greater  restric- 
tion of  normal  economic  activities  and  rising  taxes  necessitated  by  war.  The 
retarding  effecting  of  the  former  v;ill  he  prono-onced  when  the  shift  from  a 
defense  to  a  wot  economy  is  most  active,  prohahly  early  in  19^'-2,  "but  v;ill  he 
temporary;  effects  of  the  latter  may  arise  more  gradually  and  be  progressiva. 

PmspGctivc  19^2  needs  of  the  British  for  United  States  farm  products 
have  been  estimated  at  about  double  the  19^!1  shipments.    The  spreo.d  of  hostili- 
ties may  increase  these  needs  if  transporation  from  more  distant  points  becomes 
relatively  more  difficult. 

The  spread  of  hostilities  may  increase  the  irpward  pressure  on  commodity 
prices.    VHiother  or  not  this  will  result  in  a  rise  in  the  general  price  level 
in  19^2  greater  than  previously  had  beon  .anticipated  will  depend  upon  the 
nature  of  the  various  control  measures  which  m.ay  be  instituted. 
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Price?!  r'^ce^ved  oy  fr.-.-mers  declined  from  I39  percont  of  the.  If^jQ-lk 
javerage  in  October  to  13'3  in  ITovemher,  but  accordin.-  to  recent  price  changes 
iin  wholesale  m-irkets,  ma-y  bo  back  to  c.bout  the  October  level.     Income  from 
!farm  ra.irketings  probably  declined  after  allov;ance  for  the  normal  reaconal 
(Change  in  l^ovember,  in  part  becaiise  of  -cho  general  d'^cline  in  prices  received 
land  in  part  because  of  larger  than  seasonal  rieclines  in  income  from  cotton, 
Itobacco,  vheat,  and  cattle.    Marketings  of  these  products  had  been  unusually 
Iheavy  prior  to  ITovember,    Because  of  the  early  movement  to  narket  of  several 
iimportant  cash  crops  this  season,  a  further  decline  in  cash  farm  income  from 
:marketing5  is  pnticipated  this  month, 

—  December  I7,  I9U1 

The  situation  by  commodities  is  as  follows? 

Wheat:  Conditions  for  the  winter  crop  remain  generally  fa.vor- 

able,    ^'i'lth  v/arc  v/eath.er  and  with  the  soil  well  supplied 
v;ith  moisture,  conbidcrable  growth  is  reported  orex* 
most  of  tne  winter  Wneot  Belt,   sone  of  the  intended 
seeding  has  not  been  accomplished  in  the  wetter  locali- 
ties,   ^/meat  prices  have  recently  risen  to  the  highest 
levels  since  1937.  ''-^■P  sharply  compared  with 

ITovember  I5  prices.    The  l;:irge  increase  in  estimated 
carry-over  stocks  July  1,  lyh^,  compared  v/ith  a  year 
earlier,   is  expected  to  be  about  off,-;et  by  a  reduction, 
in  production,  so  that  total  supplies  in  19^-2-^3  may 
not  be  grci-.tl^^  different  from  thc^e  in  19^1-^1-2. 

'Cotton:  Domestic  cotton  consunption  on  a  daily  basis  established 

a  new  high  in  November  and  vjill  likely  go  ctill  higher 
in  the  next  fev;  months.    This  and  the  general  tendency 
for  commodity  prices  to  rise,  contributed  to  the  net 
advance  of  g/lO-cent  per  poimd  in  domestic  cotton  prices 
from  nid-Kovember  to  mid-December. 

•'Feed  grains  J        Cash  prices  of  corn  and  oats  advanced  about  3  cents  per 
bushel  following  the  outbrofuk  of  hostilities  with  Jap.an 
and  important  byproduct  feeds  advpjiced  SI  to       per  ton. 
Corn  prices  may  be  supported  by  the  higher  lo,an  on  1<^'-Vl 
corn,  in  addition  to  increasing  demajid,   since  in  iriid— 
November  the  average  price  of  corn  in  the  IJorth  Central 
States  v/r,s  lU  cents  Kfl>"'tv  the  nv-.^rn.'^e  IocTU  rate  in  the 
i"o/iirnrt.r<^T  al  .•i>Tn  area. 
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Hogs  J  So  far  in  the  19-I-1--1-2  mf.rketing  year,  v/hich  'be-T'^r-  Octoner 

1,  mrtrketings  of  hog??  hrve  'been  r.,'bout  12  perc-^nt  Giaciller 
than  a  ^'■ear  earlier.    This,  together  v;ith  the  h'^avi-^r 
weights  of  hogs  slai:^;h,terecl,  indicates  that  farmers  are 
marketing  their  r.pring  pig  crop  scmev/hat  later  this  fall 
than  they  did  in  IP'-I-O.    Hog  prices  advanced  fairly 
■  sharp]  y  following  the  oiitoreak  of  wa.r  vdth  Japan. 

Beef  ca,ttle:        The  movement  of  feeder  cattle  into  the  Corn  Belt  d'lring 

Uoveriber  vras  If.rger  than  a  yea,r  earlier,  'ov.t  the  increase 
was  not  groat  enough  to  offset  tlie  decrease  of  the  pre- 
ceding 4  months.    Co,ttle  prices  hrve  advanced  since  early 
Novemher,  vdth  prices  of  hea-^^'-  v/ell-f ini shed  slaughter 
cattle  shovdng  the  most  strength  in  several  months , 

Lambs!.  The  numher  of  laT.hs  fed  in  the  1941-^2  fe^-^ding  season 

is  expected  to  exceed  the  record  large  nu-aler  fed  last 
year,    Lcuno  prices  in  -io.rly  Decem'ber  v;ere  ahcut  $2  higher 
than  a  yea.r  earlier. 

I'/oolJ  Ceiling  prices  for  raw  vrool  have  "been  "'r^tahli shed  oy  the 

Office  of  Price  Administr.ation  at  appro xinatoly  the 
levels  that  preVcailed  during  the  week  ended  Decemhor  6. 
On  many  grades  of  v;ool  the  Decemhcr  6  yirices  were  the 
highest  since  the  early  pj^rt  nf  1929.    VJ^ool  prices,  how- 
ever, have  not  chrjigcd  much  during  the  pant  year,  la- 
por  onnt  developmmts  in  recent  months  have  "been  the 
avrard  of  large  Army  orders  for  v/ool  materials,  a  record 
mill  consumption,  end  a  seasonal  decreavse  in  wool 
suprjlien  in  the  United  Stt-'i-c. 

Dairy  products!  The  rnprf^ad  of  v:ar  has  had  little  effect  on  the  outlook 

for  dairying.    Production  is  expected  to  continue  larger 
than  a  year  earlier,  b\it  prices  of  m;Ost  dx'dry  products 
prohahl;/-  will  be  higher. 

The  se::sonal  low  point  in  fn,z'n  marketings  of  eggs  has 
been  passed  and  with  favorable  vnather  the  weekly 
volume  vdll  increase  until  next  April.    Current  egg 
production  is  the  larg:!st  on  record.    Egg  prices  are 
continuing  well  above  those  of  a  year  earlier.  Chicken 
a,nd  fowl  prices  have  advanced  in  recent  v/eek^  rrA  arc 
somev/hat  higher  than  a  ycvr  :-go  despite  record  large 
supplies. 

Pats  and  oils!    Consumption  of  primary  fats  and  oils  for  19^1  is  pro- 
visionally estimated  at  11  billion  pounds  compared  vdth 
9.7  billion  pounds  in  I9U0.     Supplies  vdll  be  sufficient 
to  maintain  domestic  cons^jmption  rjid.  exports  in  19^2  at 
the  19^1  level,  even  if  imports  from  the  Pacific  ai'ea  are 
completely  cut  off.    Under  such  circ\Lmsta!:cos,  however , 
stocks  vdll  bo  reduced  considerabl;/  during  IOU2.  On 
December  I3 ,  ceilings  v;ere  established  for  v;holesale 
prices  for  all  fats  and  oils,  except  butter,  at  the 
level  of  prices  prevriling  on  November  26, 


Poultry  and 
eggs! 
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Fruite:  The  19^1-^2  fruit  season  will  continue  to  "be.  a 

relrtively  favorable  one  for  fruit  grov/srs  in  general, 
compared  v/ith  the  preceding  season.    Although  pro- 
ducers of  deciduous  fruits  have  had  to  market  larger 
amounts  of  produce  this  season  than  Ir.st,  a  higher 
level  of  consumer  demand ordlarger  purchases  "by  the 
Department  of  Agriculture  this  season  have  resulted 
in  relatively  favorable  prices  to  grovrers. 

Potatoes!  Market  prices  of  potatoes  have  become  adjusted  to  the 

stored-supply  situa,tion,  and  have  shov/n  little  change 
during  the  last  month,    The  general  level  of  prices  is 
substantially  above  that  of  last  winter. 

Truck  crops!        Increasing  market  supplies  of  truck  crops  coming  from 
the  fall  and  early  producing  areas  resulted  in  a  de- 
cline in  market  prices  during  recent  v/eeks,  but  the 
general  level  in  early  December  was  still  somewhat 
higher  than  that  a  yeo,r  earlier, 

DO'wIESTIC  DSMAHD 

The  spread  of  the         to  the  Western  Hemisphere  has  not  greatly 
changed  the  outlook,  which  is  for  a  continuation  of  the  favorable  trend  in 
conditions  affecting  domestic  demand  for  farm  products.    The  money  income 
of  consumers  is  e3q3ected  to  continue  to  increase,  f ood-f or-def ense  buying 
will  be  expanded,   and  speculative  and  storage  demand  for  farm  products, 
unaffected  by  price  ceilings,  may  be  stimulated  by  the  spread  of  hostilities. 

The  expected  increase  in  the  money  income  of  consumers  is  based  on 
the  outlook  for  further  gains  in  industrial  activity,  employment,  v/ages  and 
prices.    The  Federal  Reserve  index  of  industrial  production  showed  only 
a-bout  the  usual  seasonal  changes  betvfeen  June  and  September,  but  after  allow- 
ance for  seasonal  fluctuations  the  index  is  again  rising  moderately.  The 
iTovember  seasonally  adjusted  index,  which  vras  l66  percent  of  the  1935~'39 
average,  represented  a  ^--point  gain  over  September  and  vxas  32  points  or  2^ 
percent  higher  than  in  November  19'^0. 

The  Japanese  attack  and  v/ar  between  the  other  axis  po\irers  and  the 
United  States  will  stimulate  oiir  efforts  to  increase  output  of  war  goods  of 
all  kinds.    Labor  troubles  will  diminish,  the  ajnoiont  of  overtime  vrork  v;ill 
be  increased,  ojid  additional  shifts  will  be  more  fijlly  utilized.  Increased 
output  of  some  commodities,   such  as  load  md.  copper,  may  be  obtained  by 
subsidizing  or  offering  higher  pricos  to  marginal  and  submarginal  producers. 
All  of  these  possibilities  point  to  a  higher  level  of  industrial  activity. 
On  the  other  mmd,  gains  in  industrial  r)roduction  will  continue  to  be  limited 
by  the  shortage  of  certain  ravr  mr^.terials  cind  the  high  rates  of  operation 
which  already  have  been  reached  in  mrjiy  lines  of  activity.     There  has  been 
a  definite  prospect  that  further  cuts  in  output  of  so^.e  t;^^es  of  civilian 
goods  vrould  be  more  than  offset  by  increased  production  of  defense  equipnent. 
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The  a.ll-out  war  effort  now  in  prospect  conceivably  could  change 
this  outlook.    Any  attempt  to  shift  every  ava.ilahle  facility  to  v/ar  pro- 
duction mi^^ht  rediice  the  total  output  temporarily.    For  example,  many 
plants  having  some  general  purpose  machine  tools  and  many  special  purpose 
machines  have  continued  to  produce  civilian  goods  "oecause  their  potential 
output  of  war  materials  was  quite  small  relative  to  their  normal  capacity. 
Hence,   they  v/ere  not  ahle  r^uccessfully  to  compete  with  other  plants  for 
defense  contracts,  or  found  it  more  profitahle  to  continue  civilian  goods 
production.     In  an  all-out  effort  it  may  he  necessary  to  convert  many  of 
these  plants,  even  though  such  utilization  is  relatively  inefficient.  Very 
extensive  efforts  of  this  kind  might  reduce  the  gencra,l  level  of  industrial 
activity  until  ^additional  specialized  machinery  could  he  "built  and  the  con- 
verted plants  pLit  on  a  complete  v/ar  footing.    Another  factor  which  might 
contribute  to  a  reduction  in  total  output  is  the  greatly  increased  need  for 
conserving  stocks  of  essential  materials  from  Pacific  countries.  Depending 
upon  the  extent  of  interference  'jd.th  ocean  shipping  in  this  area,  such  con- 
servation measures  might  necessitate  severely  curtailed  operations  in  enou^ 
factories  to  noticeably  affect  aggregate  output,    Although  the  factors  tend- 
ing to  increase  production,  which  wore  discussed  above,  nov/  appcrr  to  be 
sufficient  to  somev/hat  more  than  offset  the  unfavorable  conditions,  develop- 
ments during  the  next  month  or  tvro  shcul-d  throv;  much  more  light  on  this 
important  question. 

It  is  estimp.ted  that  defense  and  exports  together  are  at  present 
accounting  for  around  25  percent  of  the  total  output  of  processed  goods 
compared  with  about  I5  percent  a  year  ago  ( see  cover  page  chart) .  Exports 
now  represent  about  the  same  proportion  of  factory  production  as  a  year  ago, 
since  increased  lend-lease  shipments  hove  accomp.anied  the  rise  in  industrial 
output  and  also  ho-ve  offset  declines  in  exports  of  some  kinds  of  goods» 
This  me.ans  that  the  output  of  defense  goods  exclusive  of  lend-lease  ship- 
ments ap-nrrontly  is  now  twice  r'.s  large  relative  to  factory  production  as  it 
was  a  yerr  ago,  and  the  absolute  increase  has  been  even  more  impressive. 
Even  if  the  United  States  had  not  become  directly  involved  in  war,  defense 
expenditures  in  19^2  probably  would  have  averaged  2  billion  dollars  per 
month  or  even  more  compared  with  rm  average  of  1  billion  dollars  per  month 
this  year.    How  they  v/ill  be  even  larger.    Factory  production  and  the  general 
price  level  also  are  expected  to  be  higher  than  in  19^1 1  so  that  the  in- 
crease in  defense  production  relative  to  the  total  will  be  considerably 
less  than  the  increase  in  defense  expenditures,    Hov/ever,  it  appears  probable 
that  defense  and  exports  in  19'l-2  v.dll  account  for  at  least  one-third  of  total 
output  and  may  oven  be  double  the  estim:.ted  20  percent  this  year.     In  19^0 
about  10  percent  of  factory  production  v/as  for  defense  or  export.    The  cunoiait 
of  goods  for  civilian  use  in  19'-i-2  v/ill  certainly  be  less  than  the  average 
of  recent  months  and  probably  will  bo  less  than  in  19^1  as  a  v/hole.  This 
might  not  be  true,  however,  of  the  total  volume  of  civilian  goods  and  j| 
services,  since  the  latter  cpji  expand  considerably  without  interfering 
materially  with  war  rjctivitics. 

Further  increases  in  nonagri cultural  enplojonent  and  consumer  incona 
v/hich  seem  likely  to  accompany  the  rising  vnr  effort  vdll  be  the  principal 
factors  in  the  improvement  in  the  domestic  demand  for  fixru  products.  Cur- 
tailment of  production  of  such  civilian  goods  as  automobiles,  household 
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equipment,  and  residences  will  tend  to  increase  the  proportion  of  funds 
available  for  other  tj-pes  of  consimers'  goods  and  services  including  food, 
clothing,  and  amusements,    An  offsetting  factor  to  the  indicated  increase 
in  consumer  income  available  for  making  purchases  will  be  the  higher  taxes 
to  be  paid  next  year.    These  may  result  in  lovfering  net  money  incomes  after 
taxes,  particularly  for  some  of  the  higher  income  groups  of  consiomers.  The 
lower  income  groups  '.vill  be  little  affected  by  the  tax  increases  which  have 
been  made  to  date,  and  it  is  this  group  which  spends  relatively  large 
proportions  of  its  income  for  food. 

It  is  estimated  that  in  October  of  this  year  there  v;ere  42,800,000 
employed  in  nona^^ri cultural  pursuits  (exclusive  of  relief  workers  but  in- 
cluding military)  compared  vrith  38,100,000  a  year  earlier,  and  the  compen- 
sation of  these  workers  in  October  v/as  at  the  annual,  rate  of  63  billion 
dollars  compared  with  about  52  billion  dollars  both  in  October  19^0  and  the 
same  m.onth  in  I929.     Continuation  of  the  June  to  October  19^1  rate  of  gain 
would  carry  nonagri cultural  employee  compensation  to  an  annual  rate  of  about 
70  billion  dollars  by  next  October, 

Lend-lease  food  needs  in  19^2  are  expected  to  be  much  l?.rger  than  in 
:  19^1 .     Speculative  and  storage  dem.and  is  another  factor  influencing  the  over- 
.  all  demand  for  farm  products,  particularly  in  these  times  of  rapidly  chajiging 
I  conditions.     Speculative  and  storage  demand  is  based  not  only  upon  prospective 
: future  supplies,  consumer  demand,  and  export  takings  but  also  upon  antici- 
ipated  changes  in  the  general  price  level.    The  spread  of  the  war  and  the  re- 
:newed  tendency  of  the  general  price  level  to  rise  should  stimulate  speculative 
and  storo-ge  demand  for  farm  products  unaffected  by  offsetting  wartime  price- 
control  regulations, 

T]HE  GEIIERAL  PRICE  LEVEL 

The  8S9-commodity  weekly  wholesale  price  index  of  the  Bureau  of 
!Lo,bor  Statistics  ea,rly  in  December  was  only  about  one  point  higher  than  3. 
:months  earlier.    Wholesale  prices  of  farm  products  had  advanced  moderately 
'.since  the  end  of  October  but  v;ere  still  slightly  belov;  the  September  peak, 
IPrices  of  industrial  raw  materials  cmd.  finished  products  had  held  relatively 
! steady  for  several  weeks.    The  effects  on  derarjid  conditions  of  the  spread  of 
■■war  and  further  expansion  of  the  military  effort  will  exert  increased  upward 
;pressure  on  both  agricuD. tural  and  industrial  commodity  prices,  and  a  re~ 
: sumption  of  the  genero.l  advance  already  appears  to  have  begun. 

The  Burea,u  of  Labor  Statistics  index  of  v/holeso.le  prices  of  all 
'commodities  stood  at  92.2  percent  of  the  I926  average  for  the  week  ended 
^December  6,  compared  vrLth  '^1,0  for  the  v;eek  of  September  6,    This  3-!^onth 
gain  of  about  one  point  com,pares  v;ith  an  average  monthly  advance  of  approxi- 
:mately  two  points  for  the  6  months  prior  to  mid- Sept ember,  during  which  period 
"the  month-to-month  advances  v/ere  fairly  uniform. 

The  flattening  out  of  the  upward  trend  of  commodity  prices  during 
tthc  past  3  nonths  probably  v/as  due  in  considerable  degree  to  the  effect  of 
rreduced  forward  industrial  buying,  res^'jlting  po-rtly  from  priority  controls, 
:But  there  had  been  other  contributing  factors  such  as  reduced  specul.ative 
'.demand  for  farm  commodities  and  price  ceilings  on  a  number  of  industrial 
^products,    Seasonal  influences  also  have  been  a  fr^ctor  in  the  trend  of  prices 
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for  some  farm  commodities.    Periods  during  which  there  is  little  or  no 
rise  in  the  general  v/holesale  price  level  are  not  unusual,  even  v/hen  the 
longer-term  trend  is  definitel;^  upward,  and  renewal  of  the  advance  was 
expected  even  vrithout  spread  of  hostilities. 

The  augmented  program  of  v;e.r  expenditures  and  activity  will  add  ' 
directly  to  the  demand  for  many  kinds  of  goods,  raise  the  money  purchasing 
pov^er  of  consiomers,  decrease  available  supplies  of  some  types  of  civilian 
goods,  and  "bring  marked  scarcities  of  certain  imported  commodities.  In 
addition,  it  may  "be  found  necessary  to  permit  increases  in  some  prices  which 
have  "been  under  control  in  order  to  stimulate  production  of  much  needed 
materials,  and  to  make  additiona.l  wage  increases  in  som.e  lines  of  production 
in  order  to  induce  the  necessary  flow  of  la.'bor  from  nonessential  occupations 
and  from  one  geographical  area  to  another.    So  far  price  controls  have  v/ork- 
ed  very  vrell  in  connection  v/ith  those  commodities  to  vihich  they  have  "been 
applied  and  which  are  "best  adapted  to  such  regula.tion.    The  grea,tegt danger 
to  the  continued  effectiveness  of  price  control  is  increases  in  costs  greater 
in  extent  than  can  "be  absor"bed  "by  producers  through  decreased  overhead  ex- 
pense incident  to  increased  production,  and  through  reductions  in  profits. 

Ordinarily  retail  price  changes  la^  "behind  movementsin  wholesale 
pricos.    And,  "because  of  relatively  inflexible  transportation  and  hajidling 
cha.rges  between  wholesale  and  retail  markets,  given  absolute  cha-nges  in 
wholesale  and  reta-il  prices  mean  considerably  larger  percenta.ge  cha-ngcs  in 
wholesale  prices  tha,n  in  retail  prices.    It  is  significrjit  that  vra.r  conditions 
may  r-lter  these  normal  relc-.tionships  to  some  extent.    During  the  period  of 
price  controls  fror.>  August  191?       December  I9IS  v;holesalo  prices  increa-sed 
only  9  percent,  reflecting  the  effects  of  price  controls  on  the  wholesale 
markets,  whereas  the  relatively  uncontrolled  reta.il  prices  incr-^r.sed  27  per- 
cent.   In  the  case  of  foods,  v;here  many  controls  operated  at  both  the  whole- 
sa.le  and  retail  levels,  wholosa,l3  prices  increased  9  percent  during  the 
controlled  period  while  retail  food  prices  adva.nced  26  percent,  Reta.il 
prices,  a.s  usua-1,  lagged  behind  wholesa.le  prices,  and  continued  to  advr.nco 
throughout  the  period  of  controlled  and  relatively  stable  wholesale  prices. 
It  is  noteworthy  tha,t  the  course  of  v.'holesalc  and  retail  prices  dijring  the 
present  conflict  has  been  much  like  that  during  the  corresponding  period 
of  World  War  I,    Wholesale  prices  from  August  1939  ^0  October  19^1  increased 
23  percent  and  retail  prices  in  the  city  increased  11  percent.    As  retail 
price  advances  bela.tedly  ta.ke  hold  the  a^dvance  in  them  is  likely  to  be  greater 
relative  to  the  rise  in  wholesa.le  prices  than' it  has  been  so  far  during  the 
present  v/ar. 

PRICES  AND  IllCOI-ai  RECSIYI^D  Al^ID  PRICES  PAID  BY  FAP.MERS 

Prices  received  by  farmers  receded  in  ITovembcr  to  I35  percent  of  the 
I9IO-IU  average  from  139  i^i  each  of  the  preceding  2  months.     This  was  the 
first  decline  since  Ma.rch,  when  the  index  stood  at  IO3  .    Price  changes  in 
v7holesale  markets  since  mid-November  indica.tc  that  the  composite  index  of 
prices  received  by  farmers  in  December  m.ay  rise  a.bout  as  much  a.s  it  declined 
in  November, 
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Price  declines  in  IToveinber  a-^fectcd  the  index  nuir.'bers  of  all  groups 
except  grains,  dairy,  and  pou3.tr-'  product'-.    The  r:. se  in  prices  received  for 
poultry  products  was  large,  "but  v/as  not  much  more  the.n  is  usual  for  the 
sea.son,  and  the  declines  in  meat  animal  and  fruit  prices  v^ere  somewhat  less 
than  is  usual.     Since  mid-lTovem'ber  poul.try  product  prices  are  estimated  to 
have  declined  seasonally,  "but  index  numbers  of  prices  for  most  of  the  other 
groups  a,nd  the  composite  index  for  all  groups  in  mid-December  apparently  v/ill 
he  higher  than  in  ITovemter, 

Prices  paid  "by  farmers  continued  to  incr-i'ase  in  Novemhcr  and  as  a  re- 
sult of  diverse  movements  in  prices  paid  and  received  the  ratio  of  prices 
received  to  prices  paid  declined  from  100  percent  of  the  igiO-l^  average  in 
October  to  96  in  Tovember,     Similar  ratios  computed  by  use  of  the  index  of 
prices  ps-id  including  interest  and  tcaxes  shov;  a  decline  in  the  parity  ratio 
from  99  in.  October  to  9^  in  November,    Because  interest  a.nd  taxes  per  acre  of 
farm  real  estate  change  slovrly  tnc  index  of  prices  paid  including  interest  and 
taxes  also  changes  more  slowly  tha.n  the  index  of  priccr:  paid  by  fanners  for 
commodities  and  services.    Hovrovor,  in  relation  to  the  a.verage  of  the  I9IO-IH 
period,  interest  and  ta.xes  still  are  higher  tha.n  prices  of  commodities  and 
services  so  that  in  ITovombor  the  index  of  prices  paid,  interest,  and  taxes 
v/as  1U3  percent  of  the  I9IO-IU  average  compared  with  lUl  percent  for  prices 
paid  for  commodities  and  services  only.    These  index  numbers  would  be  about 
together  at  I50  (a,ssuining  no  important  cha.nge  in  interest  and  taxes),  and 
a.t  higher  levels  the  prices  paid  index  vrould  be  above  the  index  of  prices 
paid,  interest,  and  taxes. 

The  index  which  includes  interest  and  taxes  per  acre  of  farm  real 
estate  in  addition  to  prices  p;,id  for  commodities  and  services  is  the  one 
used  a,s  a  basis  for  corc-jouta.tion  of  parity  for  prices  received  by  farmers  for 
the  prod-icts  they  sell.    To  be  a„t  parity,  prices  received  v/oxild  need  to  be  as 
high  in  relation  to  prices  pa.id,  interest,  and  taxes  as  they  \jere  during  the 
I9IO-1U  period.     In  November,  prices  received  v;ere  I35  percent  of  the  IPlO-l^ 
average  or  6  percent  lower  than  the  index  of  prices  prdd,  interest,  and  taxes, 
which  was  1U3 , 

Cash  incom.e  from  fa.m  marketings  declined  more  than  usual  from  October 
to  November,  in  pp.rt  because  of  the  decline  in  prices  received  by  farmers 
and  in  pa.rt  because  previously  there  hr.d  been  an  early  movement  to  market 
of  some  important  cash  crops,  especially  tobacco  and  cotton.    This  ea.rly  move- 
ment vrill  continue  to  affect  aggroga,te  sales  in  December,  and  income  may 
again  be  lov;er  despite  the  indicated  recovery  in  prices  received  by  farmers. 
Prices  padd  continue  to  advance, 

CATTI^l 


The  novsnent  of  stocker  and  feeder  cattle  into  the  Corn  Bolt  d^aring 
November  v;as  larger  than  a  year  earlier.    But  the  increase  was  not  grea>.t 
enough  to  offset  the  decrea.sc  of  the  preceding  U  months,  and  indica.tions 
still  point  to  a  considerable  reduction  in  cattle  feeding  operations  dur- 
ing the  19^1-^2  feeding  season.    The  movement  of  feeder  cattle  from  the 
V/estern  Sta.tes  v:a.s  delayed  this  fall  beca-usc  of  the  unusually  good  range 
feed  conditions.    Purchases  of  feeder  cattle  by  Corn  Belt  farm.crs  also  v.'ere 
discouraged  by  the  relatively  high  prices  of  such  cattle.    Prices  of  slaughter 
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cattle  have  advanced  fairly  sharply  dtirin^;  the  past  several  weeks,  hut 
prices  of  feeder  cattle  are  still  fairly  high  relative  to  prices  of  fat 
cattle . 

The  advance  in  cattle  prices  since  early  I'^ovemoer  has  heen  most  pro- 
nounced for  the  upper  grades  and  heavier  weights  of  slati^hter  cattle.  Prices 
of  heavy  well-finished  cattle  are  now  $1.00-$2,00  higher  than  the  season's 
lov;  level  reached  ahout  1  month  ago,    7he  average  price  of  good  grade  heef 
steers  at  Chicago  for  the  v/eek  ended  DeceaiDer  6  was  $11,95  compared  v/ith 
$11.00  in  early  ITovember  and  $11. 60  in  the  corresponding  week  of  19^0. 
Prices  of  feeder  cattle  elso  have  advanced  during  the  past  fsv;  weeks.  The 
average  price  of  such  cattle  at  Kanso-s  City  in  early  December  of  $9*95 
75  cents  higher  then  a  month  earlier  and  S1.3O  higher  than  a  year  earlier. 

Marketings  of  sla.ughtor  cattle  decreased  more  sharply  than  usual  in 
Novemher,  follov/ing  the  excepti onallj'-  large  slaughter  in  Octoher.    The  number 
of  cattle  slaughtered  under  federal  inspection  during  the  month  totaled 
9^1,000  head,  16  percent  loss  than  a  month  earlier,  hut  6  percent  more  thon 
a  year  earlier.    So  far  in  19'^1  ( January-Hovemher)  inspected  cattle  slaughter 
has  totaled  about  12  percent  greater  than  a  year  earlier.     Inspected  calf 
slo-ughter  in  November  also  was  smaller  than  in  October  but  slightly  larger 
than  in  November  last  year, 

HOGS 

So  far  in  the  19^+1 -U2  marketing  year,  which  began  October  1,  market- 
ings of  hogs  have  totaled  about  12  percent  smaller  than  a  year  earlier. 
This,  together  v.dth  the  heavier  weights  of  hogs  slaughtered,  indicates  that 
farmers  are  marketing  their  spring  pig  crop  somewhat  later  this  fall  than 
they  did  in  19^0  '-/hen  the  market  movement  of  the  spring  crop  v;as  exception- 
ally early.    It  is  likely  that  the  v/inter  pcpk  in  hog  marketings  will  be 
reached  later  this  year  than  in  I9UO-U1,  and  supplies  of  hogs  are  expected 
to  be  larger  than  a  year  earlier  dairing  the  late  wint-:r  and  spring.  Because 
of  the  expected  increase  in  the  I9U1  fall  pig  crop  and  the  probable  increase 
in  next  year's  spring  crop,  hog  supplies  during  the  summer  and  fall  of  19^2 
also  will  be  larger  than  in  the  corresponding  months  this  year. 

Hog  prices  declined  moderately  during  November  and  early  Decenbor, 
but  they  advanced  r.harply  in  the  second  week  of  the  month  follov/ing  the 
outbreak  of  vrar  with  Japan,    The  o.vorrgc  price  of  butcher  hogs  at  Chicago 
for  the  v/oek  ended  December  1)  v;as  $10,55>  compared  with  $10,00  the  pre- 
ceding v;eek  ond  $10, Uo  in  the  firrt  v;c-;k  of  November,    A  y^ar  cage  the  aver- 
age at  Chicago  was  about  $6,20. 

The  v/eekly  rate  of  hog  narketi:.igs  has  incrensed  steadily  in  recent 
weeks,  but  at  a  slovrer  rate  thr.n  th  .t  of  l-^^t  fall.    The  munbcr  of  hogs 
slaughtered  under  Federal  inspection  during  November  totaled  U,56l,000  hand, 
10  percent  more  than  in  October  but  16  percent  lerr-  than  in  November  last 
year,    G-overnmont  purchases  of  pork  nnd  lard  during  Novemb^T  pjnounted  tc  93 
million  pounds,  the  equivrlent  of  roughly  10  percent  of  the  pork  and  25 
percent  of  the  lard  produced  under  Federal  inspection  during  the  month. 
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Developments  in  the  l^mt  feedin^r  i^ituation  durir.^^  Fovem'ber  indicate 
that  the  miir."bcr  of  sheep  and  Ir.mlDS  fed  during  the  I9UI-U2  feeding  season 
will  exceed  the  record  large  number  fed  last  year.    A  material  increase  in 
feeding  operations  is  expected  in  Colorado  and  in  the  Corn  Belt  States  vrest 
of  the  Mississippi  Kiver.     The  I9U1  lam.li  crop  was  a."bont  5  percent  larger  than 
the  19^0  crop,  "bnt  ins-oected  slaughter  of  sheep  and  lamhs  driring  the  19^1 
spring-lamb  marketing  season  (May-Novenlier )  was  only  3  percent  larger  than  a 
year  earlier.     Marketings  of  fed  lambs  have  been  delayed  sornevrhat  by  wet 
weather  this  fall  which  wa.s  unfavorable  for  feeding  operations. 

La^mb  prices  have  strengthened  somev/hat  during  the  past  few  v/eeks,  fol- 
lowing a.  modera.te  decline  in  late  October  and  early  NoAi-ernber .     The  average 
price  of  good  and  choice  grade  slaughter  lambs  at  Chicago  for  the  week  ended 
December  6  was  $11. U5,   compared  with  $11.25  in  early  November  and  $9.^0  in 
early  December  last  year.     Lamb  prices  fluctuated  considerably  during  the 
pa.st  summer  and  fall,  but  they  do'clined  much  less  than  they  ordinarily  do 
during  the  spring-lamb  marketing  season  (May-lJovember )  and  they  averaged  $1.50- 
$2.00  higher  than  during  the  corresponding  season  of  19^0. 

Marketings  of  sheep  and  lambs  decreased  seasonally  in  November.  In- 
spected slaughter  for  the  month  of  l,U2i+,000  head  was  I5  percent  smaller  than 
in  October  and  3  percent  smaller  than  in  iTovemiber  last  year. 

WOOL 

On  Decem.ber  ??  the  Office  of  Price  Administra.tion  announced  that  ceiling 
prices  would  be  established  for  rav^  wool  at  approximately  the  levels  that  pre- 
vailed dixring  the  week  ended  December  6.     For  many  p-rades  of  wool  the 
December  6  prices  at  Boston  were  higher  than  at  any  time  since  the  early  part 
of  19?-9.     Prices  at  Boston  fluctuated  within  narrow  limits  from  lTo-''-ember  19^0 
through  August  19^1  and  then  advanced  steadily  through  Novem.ber.  Strengthen- 
im  factors  in  the  last  fevr  months  have  been  the  award  of  large  Army  orders 
for  wool  materials,  b.  record  mill  consiamption,  and  a  st^asonal  decrease  in  wool 
supplies  in  the  United  States. 

Mill  consijjmption  of  apparel  wool  in  October  established  a  new  record 
rate  of  IO.tUU^oOO  pounds  n  week,  scoured  basis.     New  "highs"  in  consumption 
of  apparel  wool  have  been  established  by  mills  in  8  cf  the  last  12  months. 
Cons"'amption  on  a  greasy  shorn  and  -o-ixLled  basis  in  the  last  fev/  m.onths  has  been 
at  the  rate  of  m.ore  than  a  billion  "oounds  a  year,   compared  with  a  ^-y  ear  aArer  aise 
(1935-39)  of  about  575  million  po^mds.     In  view  of  the  large  ba.cklog  of 
unfilled  orders  held  by  mills,  it  is  likely  that  the  current  rate  of  consuran- 
tion  will  be  maintained  through  the  first  half  of  I9U2.     Unfilled  orders  for 
wool  cloth  for  civilian  and  5overnm.ent  use  held  by  reporting  m.ills  at  the  end 
of  September,  plus  Army  orders  scheduled  for  award  in  the  final  Quarter  of 
19^1,  were  equivalent  to  about  6  months  of  activity  a.t  the  September  rate  of 
production. 

Supplies  of  ap-narel  vrool  on  hand  in  the  United  States  on  a  greasy  shorn 
and  pulled  basis  on  Ilover.ber  1,  excluding  wool  im.ported  for  Government  "stock- 
pile," were  about  I50  million  pounds  larger  tha.n  a  year  earlier  when  supplies 
were  relatively  small.    As  no  considerable  quantities  of  domestic  wool  from 
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the  clip  v/ill  "be  availalile  for  mill  use  "before  June  or  July,  large 

quantities  of  wool  may  dc  imported  from  the  19^1-'+2  clins  of  the  Southern  ' 
Hemisphere  tvhich  are  now  availa'ble.     Imports  of  apparel  i-rool  for  consumption 
in  the  first  9  months  of  19^1  totaled  ^91  million  pounds  compared  with  I33 
million  pounds  in  the  corresponding  months  last  year.     The  greatest  increase 
in  imports  was  in  fine  v/ools.     It  is  expected  tha,t  large  quantities  of  South 
American,  Australian,  and  South  African  v;ools  will  "be  availa"ble,   the  amount 
depending  upon  ocean  shipping  conditions. 

FATS,  OILS,  AI.TD  OILSEEDS 

Domestic  disa.ppeara.nce,  or  consumption,  of  primary  fats  and  oils  for 
19'-l-l  is  provisionally  estimated  at  11  "billion  pounds  compared  with  9«7  "billion 
pounds  in  19^0.     Sup-plies  of  fats  and  oils  from  domestic  production,  stocks, 
and  pro"ba"ble  imports  will  "be  sufficient  to  maintain  domestic  consumption  and 
exports  in  19^2  at  the  19^1  level,  even  if  im-ports  of  oilseeds  and  oils  from 
the  Pacific  area  are  completely  cut  off.     Under  such  circumstances,  hdvever, 
stocks  would  "be  reduced  considerr"bly  during  1QU2.    And  the  su'bstitution  of 
domestic  or  Latin  American  fats  and  oils  for  such  ite.ms  as  coconut,  palm,  and 
tung  oils  might  "be  required  for  some  uses. 

Imports  of  oilseeds  and  oils  were  a.."bout  10  percent  smaller  from 
January  throuf'h  June  this  year  than  last.     But  in  the  third  quarter,  as  a 
result  of  an  impr'^ved  shippin-.q;  situation  in  Aue^ast  and  September,  imports 
showed  a  gain  of  39  t^ercent  over  the  third-quarter  imports  a  year  earlier. 
Approximately  20  percent  of  our  total  requirements  for  fats  in  recent  months 
has  "been  met  "by  imports,  more  than  "half  of  which  have  origina.tcd  in  the 
Pacific  area. 

Prices  of  fats  and  oils  were  steady  to  lower  in  Novem"ber,  "but  they 
advanced  fairly  sharply  early  in  Decem"ber  follov/ine*  the  oufbrcak  of  war  with 
Japan.     On  Decem"ber  I3,  ceilings  were  esta'blished  for  vrholesale  prices  of  all 
fats  a.nd  oils,  except  "butter,  at  the  level  of  prices  prevailing  on  Novem'ber  26. 

COKT  AITD  OTHER  FEED 

Cash  corn  and  oat  prices  at  Chicago  advanced  a'bout  3  cents  per  "bushel 
following  the  out"break  of  hostilities  with  Japan.     Cash  prices  of  most  "by- 
product feeds  advanced  Si. 00  to  Sk.OO  per  ton.     Prices  of  feed  grains  advanced 
sharply  dxiring  the  mairketing  year  in  which  the  United  States  entered  the  first 
World  War,  "but  sup-olit-s  of  all  feeds  are  much  larger  now  than  at  that  time 
and  TDrice  advances  ^-.^ill  Tiro'br."bly  be  smaller  during  the  present  marketing  year 
th-an  in  I916-I7.     Corn  prices  may  be  supported  by  the  higher  loan  rate  on  19'^^ 
corn,  which  v;ill  average  fh.S  cents  per  bushel  in  the  central  commercial  area. 
The  loan  will  vary  from  69  to  79  cents  p-'^r  bushel  in  this  area  compared  with 
a  flat  loan  rate  of  61  rents  per  bushel  for  l^UO  corn.     In  mid-lTovem.ber  the 
average  price  received  by  farmers  in  the  ITorth  Central  States  v/as  ih  cents  ver 
bushel  belov;  the  average  loan  rate  in  the  central  commercial  area.,  compared 
with  7  cents  last  year.     The  advance  "in  corn  prices  since  mid-No^'embcr  has 
probably  reduced  this  spread  somewhat.     Because  of  regiona-1  differentials  in 
loan  rates  on  19^1  corn,  spreads  between  the  price  of  corn  and  the  loan  rates 
were  much  more  nearly  uniform  throughout  the  Corn  Belt  on  November  15  than 
on  that  date  a  year  earlier,  and  the  quantity  of  corn  sealed  under  loan  is 
expected  to  be  much  more  evenly  distributed  this  year  than  during  any  of  the 
past  S  years. 
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In  recent  v;ecks  vrcather  in  the  Midv;est  has  "become  more  favorahle  for 
harvestinfiT  the  corn  crop.  Excessive  rains  earlier  in  the  fall  delayed  har- 
vesting in  a  large  part  of  the  Midv;est.  The  crop  is  of  -ooorer  duality  than 
in  any  of  the  past  3  years  and  upioer  ^£^rades  of  corn  are  selling  at  a  higher 
than  usual  premium  over  lov/er  grades. 

No  revisions  have  "been  made  in  the  estimates  of  feed-grain  supplies 
since  the  November  issue  of  this  report,  when  total  sup-olies  available 
Octoher  1  were  estimated  to  he  120  million  tons  compared  with  II5  million 
tons  last  year.     The  suT)t)ly  per  animal  was  estimated  to  he  slightly  smaller 
than  a  year  Ago  hut  IS  percent  above  the  192^-32  average.     Excluding  the 
quantity  of  corn  sealed  on  October  1,  the  supply  v/as  about  S  percent  above 
average.     Suprslies  of  both  feed  grains  and  hay  are  the  largest  in  over  20 
years . 

WHEAT 

Wheat  prices  have  recently  risen  to  the  highest  levels  since  1937 »  and 
were  generally  up  2  to  I3  cents  corapaxed  with  November  I5  prices.     Prices  a.t 
Portland,  u-'t  only  fractionally,  are  an  exception.     Prices  remained  fairly 
steady  durir.g  the  last  half  of  November.     Around  December  1  prices  advanced, 
reflecting  recognition  that  cash  prices  v/ere  relatively  low  compared  with 
loan  rates  a^nd  that  the  index  of  prices  naid  by  farmers  v/as  rising,  suggest- 
ing that  loan  rates  in  19^2  might  be  materially  higher.    A  sharp  ad.vance  also 
took  place  on  December  S,  folloving  the  outbrea-k  of  war  in  the  Pacific.  Com- 
pared vdth  loan  values,  prices  at  St.  Louis,  Kansas  City  and  Minneapolis  (hard 
spring)  on  December  I5  were  I6,  11,  and  5  cents,  respectively,  above,  while 
prices  at  Portland  were  still  10  cents  below  the  loan.     Large  supplies  with  a 
very  limited  export  market  have  had  a  price-de-oressing  effect  in  the  Pacific 
Northwest. 


Conditions  for  the  winter  crop  remain  e:enerally  favorable.     With  warm 
weather  and  with  the  soil  well  supplied  with  moistu.re,  considerable  growth 
is  rex>orted  over  most  of  the  winter  wheat  belt.     However,   some  of  the  intended 
seeding  has  not  been  accomplished  in  the  wetter  localities.     Wh.es.t  has  heavy 
growth  in  western  portions  of  the  belt,  but  in  some  central  districts  con- 
siderable of  the  late  seeded  crop  is  rather  small.     Rains  in  the  East  and 
South-\Test  recently  were  decidedly  favorable. 

The  estimate  of  the  IQ'^l  wheat  crop  is  subject  to  revision  on 
December  Ig,  when  the  Annual  Crop  Summary  will  be  released  by  the  Crop 
Reporting  Board.     At  the  present  time  the  situation  and  outlook  axe  as  follows 
Carry-over  on  July  1,  19U1  of  3S7  million  bushels  plus  a  crop  estimated  at 
960  ifii.Mion  bushels  makes  a  total  domestic  supply  of  1,3^3  million  bushels, 
250  million  bushels  above  the  supply  a.  year  earlier  and  about  100  mr'.llion 
bushel-,  above  the  record  high  in  I93I.     On  the  basis  of  an  expected  domestic 
disapo>3aranc3  of  about  67O  million  bushels  and  continued  small  experts,  the 
carry-over  next  July  may  be  about  65O  m.illion  bushels.     The  large  increase  in 
carry-over  stocks,  however,  miay  be  offset  by  a  reduction  in  the  19U2  crop,  as 
a.  result  of  the  ex-oected  substantial  reduction  in  acreage,   so  that  total  sup- 
plies in  19I+2-I4-3  may  be  not  greatly  different  from  those  in  19^1-^. 

The  quality  of  the  IPUl  wheat  crop  east  of  the  Rock;/-  Mountains,  as 
indicated        July -Octol/or  inspected  receipts,   is  raate.rinlly  lower  than  in 
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loUo.     The  quality  of  hard  red  vdntcr  pnd  durum  wheat  also  is  poornrthan 
thr  7-veai;  193^1K),  pvorag?;  {fie'wcs  available  rnly  since  I93U),  "but  the 
quality  of  hard  red  spring  and  soft  red  wheat  in  somewhat  better  than  the  7- 
year  average.     In  the  far  V'eGtern  States,  the  quality  of  white  wheat  is 
indicated  to  "be  r.uch  higher  than  the  poor  quality  last  year,  hut  slightly 
lower  than  the  J-year  average, 

COTTOIT 

Domestic  cotton  consumption  on  a  daily  basis  e-^tablishcd  s  new  record 
high  in  November  (^3,576  bales  compared  with  the  Dreviou"-  high  of  1+2, 95U 
bales  last  May  and  with  36,1^5  in  November  I9U0).     It  will  likely  go  still 
higher  in  the  next  few  months.     The  United  States  entry  into  the  v;ar  will 
result  in  larger  Government  orders  for  cotton  goods  than  had  been  expected 
previously.     These  and  the  inflationary  elements  in  the  domertic  price  struc- 
ture are  important  factors  contributing  to  a  net  advance  of  S/lO  cent  per 
pound  in  domestic  cotton  -orices  from  mid-ITovember  to  mid-December. 

Despite  a  large  domestic  supply  (ll  percent,  or  slightly  over  2  mil- 
lion bales  above  the  avera^re  for  193^^-39)  s^id  exceptionally  small  actiial  and 
prospective  exports,  the  December  15  price  of  Middling  inch  in  the  10 

markets  (17.I9  cents)  wa,s  7-1/3  cents  higher  than  a  year  earlier.     It  was 
S-I/5  cents  or  Ql  percent  above  the  average  for  193^~39>  t^'-  last  full  year 
prior  to  the  outbreak  of  the  present  v;ar.     This  compares  with  a  net  gain  of 
5-I/5  cents  or  1+0  percent  in  the  basic  ouality  (Middling  l/S  inch)  at  New 
Orleans  in  December  I916  over  the  average  for  1913-1^-    Most  of  the  price 
a,dvance  since  the  beginning  of  World  War  II  ha.s  occurred  since  last  year.  The 
CTOvernment  loan  program  and  the  factors  contributing  to  the  price  advance  of 
the  past  few  weeks  have  been  important  contributors  to  the  price  gains  over 
last  season. 

Total  domestic  supplies  of  cotton  for  the  current  season  of  over  23 
million  bales  are  equal  to  about  two  times  the  probable  domestic  cons'ompticn 
and  exports  for  the  year,  whereas  in  1^16-17  such  supplies  were  only  one  ond 
one-fourth  times  as  large  as  consumption  plus  exports.     However,  after  deduct- 
ing Government- financed  stocks  on  August  1  plus  the  igl+l-crop  cotton  under 
Government  loan  as  of  eaxly  December,  the  current  season's  indicated  supply 
of  "frfic"  cotton  (about  15-1/2  million  bales)  is  equal  to  slightly  less  than 
one  and  one  half  times  the  probable  domestic  consiunptien.     Practically  all 
of  the  19I+I-I+2  exports  will  be  from  Government-financed  stocks  and,  there-  g| 
fore,  will  not  have  to  come  from  the  "free"  supply. 

Despite  the  fact  that  so  far  this  season  prices  of  Middling  I5/16  inch 
in  the  10  m.arkets  have  been  from  1  to  nearly  3-1/2  cents  higher  than  the  IQUi 
loan  rate,  Government  loans  were  reported  to  have  been  made  on  abo'at  1-1/3 
million  bales  of  the  I9U1  crop  up  throiigh  December  6;  to  the  same  date  last 
year  about  2-I/3  million  bales  of  the  1^1+0  crop  had  be'=n  placed  under 
Government  loans.     In  Texas,  v/hich  accounts  for  a  large  percentage  of  this 
year's  loans,  the  spread  of  prices  over  the  loan  rate  has  been  less  than  that 
indicated  above,  particularly  for  the  lower  qualities.     Farra.3rs  are  reported 
to  be  holding  h.  <N>(,r.iilrval>T     p.:x>i>.)i- hi .>ij  of  the  current  crop  with  the  aid  of 
prlvcite  loG?;n. 
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DAIHY  PKODUCTS 

Production  of  milk  mid  of  most  manufr.ctured  dairv  products  is 
expected  to  avsrage  largf^r  than  a  -J0i\x  earlier  during  the  next  6  months. 
Butter  production  may  "bo  soraowhat  smaller  than  in  the  corresponding  months 
of  19^1  out  storag''.  stoc]:s  arc  materially  lar^^cr,    Exports  of  cheese, 
evaporated  milk,  and  dry  9.1'An  mi  11c,  will  continue  rniusually  large.  Storage 
stocks  of  most  n8nufact\ired  dair?/  products  pro'baoly  will  continue  larger 
■  th^  a  year  earlier  but  stocks  of  dry  skim  mill":  may  be  smaller. 

^vTiolesale  butter  prices  may  decline  seasona,lly  until  the  spring  of 
19^2,  althoU(~h  the  spread  of  war  makes  the  outlook  uncertain.    Prices  of 
cheese  and  evaporated  miZJc  nay  be  steady  or  at  most  decline  only  sliglitly 
during  the  next  fcv/  months.     The  butterf at-feed  price  r-'.tiOG  probably  v/ill 
be  less  favorable  for  mill:  producers  during  coming  months  than  they  were  a 
year  earlier  but  the  ratio  of  prices  paid  by  condcnserius  for  milk  to 
feed-grain  prices  may  be  more  favorable.     Consumer  ozcpenditures  for  dairy 
products  probably  will  continue  substantially  larger  than  in  the  correspond- 
ing months  of  19U1  but  the  increase  over  a  year  earlier  may  be  somewhat 
smaller  tlian  in  recent  months. 

Total  milk  production  on  December  1  \^s  S  percent  larger  tlian  on  the 
same  d<ate  in  19^1-0  and  production  per  cow  v/as  5  percent  larger,  American 
cheese  production  during  October  was  30  percent  larger  th^n  in  October  19U0 
and  evaporated  milk  production  was  5°  percent  larger.     So  fcr  this  year 
production  of  dry  skim  milk  for  hur.pji  consumption  has  been  IJ  percent 
larger  than  in  19^0, 

Government  purchases  of  dairy  products  in  both  October  and  Novem.ber 
were  considerably  larger  than  in  earlier  months.    Exports  of  cheese, 
evaporated  milk,  -and  dry  skim  milk,  continue  unusually  large, 

POULTRY  PRCLUCTS 

The  seasonal  lov;  point  in  farm  marketings  of  eggs  has  been  passed, 
and  with  favorable  wen,thcr  the  weekly  volume  will  increase  until  next  April, 
On  Cecomber  1    the  average  rate  of  lay  per  hen  in  the  United  States  ivas 
10  percent  higher  thion  a  j'-ear  earlier  and  the  highest  on  record  for  that 
date.    The  total  output  of  eggs  on  December  1  v/a.s  about  I7  percent  larger 
than  on  Deccr.bor  1,  IQ^O  since  the  number  of  layers  on  farm:S  also  v/as 
considerably  larger  than  in  December  last  year.    The  ni^mbor  of  layers  on 
farms  ^^rill  increase  further  relative  to  a  year  earlier  because  of  the  larger 
number  of  pullets  still  available  for  addition  to  laying  flocks.    By  January 
lajring  flocks  v/ill  average  about  10  percent  larger  than  a  year  earlier. 
This  increase  v/ould  bo  sufficient  to  reach  the  egg  production  goal  for  19^2 
(10  percent  above  this  yearns  output)  even  if  the  average  rate  of  lay  were 
no  higher  than  this  yearns  rate, 

^fholesalo  egg  prices  began  to  decline  at  about  the  usual  tim.e  this 
fall  but  with  the  recent  war  developments  they  advanced  somewhat.  In 
mid— December  the  price  of  fresh  firsts  at  Chicago  v/as  about  the  same  as  in 
nid-llovember,  but  about  10  cents  (approximately  3&'  percent)  higher  thian  a 
year  earllRr,    Peed.  prir.e<^  advanced  a  little  in  recent  v/eeks  but  the 
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feed--egg  price  ratio  is  aljout  the  sane  as  a  year  ago  and  a  little  rnore 
favora'Dle  to  producers  timn  average, 

Storcige  stocks  of  sliell  eggs  are  declining  seasonally  and  remain  a 
little  smaller  thaji  a  year  earlier.    Stocks  of  frozen  eggs,  hov/evcr,  arc  nnich 
larger  than  a  year  ago. 

The  Departnont  of  Agriculture  had  purchased  the  equivalent  of 
approximately  7~lA'-  million  cases  of  shell  eggs  up  to  the  middle  of  DocenlDer, 
Up  to  Novem'jor  1  the  following  quantities  of  eggs  had  "been  delivered  to 
rcpresentatircs "of  the  3-vitish  Government:    Dried  eggs  10,^10,573  pounds, 
frozen  eggs  33,^3^, IbO  pounds,  cjid  shell  eggs  693,526  cases. 

Wholesale  prices  for  chickens  and  fovrl  advo.nced  50mev;hr,t  during  recent 
weeks  and  are  averaging  a  little  higher  thnn  a  year  ago  despite  continued 
heavy  marketings,    Turkey  prices  in  nid-Decemher  v^ere  a  little  lov^er  than  in 
rid-lToveml)er  hut  v;ere  considerahly  higher  than  a  year  eo.rlier.    The  average 
price  received  hy  farmers  for  chickens  in  mid-Novemhor  v/as  IS  percent  higher 
than  in  Novomher  19U0  v/hile  turkey  prices  averaged  30  percent  higher, 

FRUITS" 

The  12^1-^2  fruit  season  will  continue  to  he  a  relatively  favorahle 
one,  compared  v/ith  the  sco,sons  inmoditatoly  preceding,  for  fruit  growers  in 
general.    Although  producers  of  deciduous  fruits  have  had  to  market  larger 
amounts  of  produce  this  season  than  last,  a  higher  level  of  consumer  demand 
and  larger  purchases  "by  the  Department  of  Agriculture  this  season  have 
resulted  in  relati\'ely  favorahle  prices  to  growers. 

Commercial  "apple  production  was  estimated,  a,s  of  ITovemhor  1,  to  total 
126,1  million  "bushels  compared  with  ll^+.U  million  last  year.    Cold  storage 
holdings  of  apples  on  Eccemhcr  1  totaled  31.1  million  "bushels  compared  with 
33,8  million  on  Docem"bcr  1,  19^0,     The  Surplus  Marketing  Administration  held 
3,1  million  "boxes  of  the  total  Decem'ber  1,  19^0  cold  storage  stocks,  v/hile  a 
yeajr  earlier  they  held  only  605,226  bushels  of  the  total  reported  "by  the 
Agricultural  Marketing  Service, 

The  IJovomhcr  I5  farm  price  of  apples  as  reported  "by  the  Agricultural 
Marketing  Service  v;as  93  cents,  the  highest  ITovemhcr  15  price  since  1936  and 
the  second  highest  since  I929,    Prices  of  Washington  Extra  Fancy  Delicious 
and  Jonathan  apples  at  the  Chicago  auction  decreased  seasonally  during 
Uovcmbor,    Auction  prices  of  these  varieties  normally  decrease  from  the 
"beginning  of  the  season  through  Januar;/-, 

On  I'Tovemher  1  the  Agricultural  Marketing  Searvice  estimated  that  the 
production  of  pears  other  than  Bartletts  in  the  Pacific  Coast  States  would 
total  5.6  million  "bushels  compared  v;ith  6.6  million  last  year.     Cold  storage 
holdings  of  these  late  pears  totaled  a"bout  2,0  million  "boxes,  28  percent 
greater  than  on  Docen"bcr  1,  19^0.    Auction  prices  of  3osc  pears  at  llev;  Yark 
in  the  week  ended  Decem'ber  5  averaged  slightly  above  those  in  the  compara"blo 
week  last  year,  and  prices  of  Anjou  pears  averaged  considerably  higher. 
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It  v;as  estimated  on  Decen'ber  1  that  the  production  of  oranges  would 
total  SU,5  million  "boxes  compared  v.dth  8^,1  million  from  the  bloom  of  19^0, 
Grapefruit  and  lemon  production  from  the  "bloom  of  19^-!-l  pro"ba"bly  will  "be 
smaller  than  that  from  the  "bloom  of  19^0.    Shipments  of  citrus  fruits  from 
Florida  and  Texas  during  Uovemher  ran  "behind  those  in  the  same  month  last 
year.    Market  prices  of  oranges  and  grapefruit  continue  to  average  well  above 
prices  in  the  comparable  period  of  a  year  ago, 

POTATOES 

Market  prices  of  potatoes  showed  little  change  during  the  last  several 
weeks.    The  price  of  eastern  varieties  fluctuated  around  an  average  of  $1,70 
per  100  pounds  at  Hew  York  City,  compared  with  about  95  cents  during  the  same 
period  a  year  earlier;  prices  at  Chicago  for  all  ^'arieties  excluding  western 
stock  averaged  around  $l.Uo  per  100  pounds  compared  with  $1,05  '^■^^ 
late  ITovembor  -  early  Decem.ber  period  of  19^0,    Prices  of  Idaho  Russet 
Burbanks  rose  slightly  at  Nov;  York  City  but  declined  slightly  at  Chicago 
during  the  last  k  weeks  and  averaged  $2,93  ond  $2,H2,  respectively,  during 
the  first  week  of  Dcoombor  com.pared  with  $1,99         $1.55  ^  year  earlier. 
Red  McClure  prices  averaged  about  $2.29  in  early  December  compared  with  $l,Uo 
in  early  December  I9U0, 

The  recent  price  developments  indicate  that  the  markets  have  become 
adjusted  to  the  supply  and  demand  situation  now  prevailing  and  in  prospect 
for  the  immediate  future.     The  late  crop  has  been  harvested  and  placed  in 
storage  for  winter  and  spring  ma,rketing.    Hence,  it  is  probable  that  there 
v;ill  be  little  change  in  the  supply  prospect  during  the  next  several  months, 
and  broad  changes  in  demand  usually  occur  slowly.     The  prospect  immediately 
ahead,  therefore,  is  for  no  more  than  a  normal  seasonal  rise  in  prices, 

SWEETPOTATOSS 

Market  prices  of  sweetpotatoes  rose  seasonally  during  recent  v/eeks  and 
the  prospect  is  for  further  seasonal  gains  during  the  remainder  of  the  market- 
ing season.     The  gains  in  eastern  markets  are  lilcely  to  be  more  pronounced 
than  in  midwostorn  markets  because  of  the  relatively  short  supplies  of 
sweetpotatoes  available  in  the  Eastern  States,    Largely  because  of  a 
relatively  large  crop  in  the  Central  States  this  season,  the  total  crop  is 
about  9  million  bushels  larger  than  that  of  I9U0, 

truce:  CROPS 

Truck  crop  prices  in  market  centers  declined  somov/hat  in  the  late 
November-early  December  period  as  supplies  from  the  fall-producing  areas 
became  available.     There  were  declines  in  prices  of  artichokes,  lima  beans, 
snap  beans,  broccoli,  carrots,  celery,  cucumbers,  eggplant,  imported  okra, 
peppers,  spinach,  squash,  and  tomatoes.     There  were  a  few  price  advances, 
however,  and  many  items  averaged  somewhat  higher  tlian  in  early  December  19^0, 
The  most  important  crops  showing  price  advances  duriiig  the  last  few  weeks 
were  cabbage,  cauliflower,  lettuce,  and  onions. 
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Recent  reports  indicate  that  the  acreage  planted  or  to  "be  planted  to 
17  coranercial  truck  crops  for  harvest  in  the  ea,rly  pert  of  the  l^kz  season 
is  16  percent  larger  than  the  IQ^l  luvrvestcd  acreage  and  1?.  percent  a"bove 
the  1931-^0  average.    Some  of  these  crops  sfi'fcrcd  severe  acreage  losses 
last  season,  hov;ever,  so  that  the  indicated  acroas'e  this  sco.son  is  only 
1  percent  larger  than  the  planted  acreage  last  season.    Compared  with 
the  harvested  acreage  last  year,  this  year's  indications  arc  larger  for 
cahhage,  cauliflower,  early  celery,  fal],  cucu:nl)ers,  fall  eggplant,  early 
lettuce,  early  onions,  fall  shallots,  early  spinach,  and  fall  tomatoes. 
Decreases  are  indicated  for  California  artichokes,  fall  snap  "beans,  Texas 
"beets,  fall  and  winter  celery,  Virginia  kale,  and  fall  spinach.  The 
production  of  fall  snap  "beans,  celery,  kale,  and  spinach,  is  smaller  thnn 
that  of  last  yoo.r,  "but  the  out-r:ut  of  carrots,  cauliflower,  cucun"bers, 
eggplant,  peppers,  sliallcts,  and  tomatoes,  is  larger. 
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TABLE  8.-  ECONOMIC  TRENDS  AFFECTING  AGRICULTURE 
INDEX  NUMBERS:      INDICATED  BASE  PERIOD  =  100 


YEAR 
AND 
MONTH 

INDUS- 
TRIAL 

pro- 
duction' 

FACTORY 
EMPLOY- 
ME  NT'' 

FACTORY 
PAY 

2 

ROLLS'" 

INCOME 
OF  IN- 
DUSTRIAL 
WORKERS  3 

VOLUME 
OF  AGRI- 
CULTURAL 
EXPORTS 4 

WHOLE- 
SALE 
PRICES 
OF  ALL 
COMMOD- 
ITIESS 

RETAIL 

FOOD 
PRICES^ 

PRICES 
RECEIVED 

BY 
FARMERS^ 

PRICES 
PAID 
BY 
FARMERS 

PRICES 
PAID  BY 
FARMERS, 
INTEREST 
AND 
TAXES 

RATIO  OF 
PRICES  RE- 
CEIVED TO 

PRICES 
PAID  INCL. 
INTEREST 
8i  TAXES 

CASH 
INCOME 
FROM 
FARM 
MAR- 
KETINGS^ 

Base 
ftriod 

1935- 39 

1935-  39 

1935-39 

1935-39 

1935-39 

1935-39 

1935-  39 

1910- 14 

1910- 14 

1910- 14 

1910- 14 

1910- 14 

1929 

110 

108 

127 

134 

162 

118 

133 

146 

153 

166 

88 

190 

1930 

91 

94 

103 

110 

138 

107 

126 

126 

145 

158 

80 

152 

1931 

75 

80 

78 

85 

134 

91 

104 

87 

124 

138 

63 

107 

1932 

58 

68 

54 

59 

143 

80 

86 

65 

107 

120 

54 

80 

1933 

69 

75 

58 

61 

131 

82 

84 

70 

109 

118 

59 

89 

1934 

75 

88 

74 

77 

102 

93 

94 

90 

123 

128 

70 

106 

1935 

87 

93 

86 

87 

95 

99 

100 

108 

125 

130 

83 

119 

1936 

103 

101 

99 

100 

88 

100 

101 

114 

124 

129 

88 

139 

1937 

113 

111 

118 

117 

102 

107 

105 

121 

130 

134 

90 

148 

1938 

89 

93 

91 

91 

116 

98 

98 

95 

122 

127 

75 

129 

1939 

108 

102 

106 

105 

100 

96 

95 

93 

121 

127 

73 

132 

1940 

123 

110 

122 

119 

72 

98 

97 

98 

123 

128 

77 

141 

1940- 

Oct. 

130 

114 

132 

127 

40 

98 

96 

99 

122 

127 

78 

147 

Nov. 

134 

117 

136 

130 

33 

99 

96 

99 

122 

127 

78 

145 

Dec . 

139 

119 

142 

135 

31 

99 

97 

101 

123 

128 

79 

156 

1941- 

Jan. 

140 

121 

145 

138 

28 

100 

98 

104 

123 

128 

81 

158 

Feb. 

144 

121 

146 

139 

38 

100 

98 

103 

123 

128 

80 

153 

Uar. 

147 

122 

147 

141 

47 

101 

98 

103 

124 

129 

80 

161 

Apr . 

144 

125 

153 

14  2 

48 

103 

101 

110 

124 

129 

85 

169 

May 

154 

128 

164 

157 

66 

105 

102 

112 

125 

130 

86 

176 

June 

159 

131 

175 

167 

71 

108 

106 

118 

128 

132 

89 

175 

July 

160 

136 

182 

173 

93 

110 

107 

125 

130 

133 

94 

179 

Aug. 

160 

136 

183 

174 

79 

112 

108 

131 

133 

136 

96 

186 

Sept . 

161 

135 

187 

177 

83 

114 

111 

139 

136 

138 

101 

200 

Oct.  9 

164 

135 

189 

177 

114 

112 

139 

139 

141 

99 

205 

Nov.  9 

166 

115 

113 

135 

141 

143 

94 

Federal  Reserve  Board,    adjusted  for  seasonal  variation.     Revised  September  1941. 

2 

Rjreau  of  Labor  Statistics,  adjusted  for  seasonal  variation  and  converted  from  the  1923-25  base  (employment 
adjusted  by  Federal  Reserve  and  pay  rolls  by  Bureau  of  Agricultural  Economics). 

^Adjusted  for  seasonal  variation.  Includes  factory,  railroad,  and  mining  employees.  Revised  November  1941.  To 
convert  to   1924  -  29  base,   multiply  by  78.0744  percent. 

^Foreign  Agricultural  Relations,  ad just ed  f or  seasona 1  variation  and  converted  from  the  1924  -  29  base  by  multiplying 
by  172.414  percent.     Revised  April  1941. 

^Bureau  of  Labor  Statistics,    1926  =  100  converted  to   1935-39  =  100  by  multiplying  by   124.069  percent. 

«Bure  au  of  Labor  Statistics. 

^August   1909- July  1914  =  100. 

^Adjusted  for  seasonal  variation,   converted  from  1924  -  29  =  100  to  1910-14  =  100. 

9p  ... 
rre 1 iminary . 

Vote:  In  comparing  trends  between  industrial  production  and  industrial  workers'  income,  as  indicated  by  the  above 
index  numbers,  notice  should  be  taken  of  the  fact  that  income  of  railway  workers,  as  well  as  incomes  of  mining  and 
factory  workers,  is  included  in  the  index  of  industrial  workers'  income,  whereas  the  industrial  production  index  is 
based  on  mining  and  manufacturing  only.  Similar  precautions  are  necessary  in  comparing  trends  between  industrial 
production  and  factory  employment  and  pay  rolls.  Another  consideration  of  importance  is  that  the  production  index 
is  based  on  volume,  whereas  the  income  indexes  are  affected  by  changes  in  wage  rates  as  well  as  by  time  worked.  In 
comparing  monthly  indexes  it  is  important  to  keep  in  mind  the  fact  that  there  is  usually  a  time  lag  between  changes 
in  volume  of  production   and    similar    changes    in  employment  and  in  workers'  income. 


